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BY  THE  SENATE, 

February  Ist,  1878. 
Read  ami  referred  to  the  Committee  of  Finance. 

By  order, 

Augustus  Gassaavay, 

Secretary. 


COMMUNICATION 

TO  THE 

General     Assembly, 

FROM 

A.  P.  GORMAN, 

President  of  the  Chesapeake  and  Ohio  Canal  Company. 


IN  EELATION   TO  THE 


BILL  TO  ADTHOM  THE  ISSUM  OF  BONDS 


REPAIRS  UPON  THE  CANAL. 


Ai^NArOLIS: 
Georce  Colton,  Printer  to  the  General  Assembly. 

1878. 


COMMUNICATION. 


OFFICE     OF    THE 


CHESraKE^OHIOCfflLCOlPAIl 


Annapolis,  February  Isr,  1878. 
To  the  Honor ahle, 

The  General  Assembly  of  Maryland: 

Gentlemen: 

It  is  no  doubt  well-knowu  to  all  of  you  that,  on  the  24th 
day  of  November  last,  a  freshet  of  unexampled  suddenness 
and  severity  occurred  along  the  line  of  the  Chesapeake  and 
Ohio  Canal,  inflicting  upon  it  the  most  serious  damage,  and 
occasioning  a  total  suspension  of  its  business.  It  found  the 
Company  struggling  against  a  succession  of  misfortunes^ 
with  a  diminished  trade,  and  a  revenue  so  reduced  as  to  be 
scarcely  adequate  to  meet  its  ordinary  running  expenses. 

In  order  to  retain  its  hold  upon  the  coal  trade,  from  which 
the  great  bulk  oi  its  tolls  are  derived,  the  Board  had  been 
forced  at  the  beginning  of  the  year,  to  make  such  a  reduc- 
tion of  its  rates,  as  for  the  time  forbade  all  hope  of  realizing 
a  suflficient  income  to  permit  the  continuance  of  the  payment 
of  the  outstanding  coupons  on  its  preferred  bonds,  and  con- 
sequently when,  just  before  the  close  of  the  season,  the  fresh- 
et came,  the  Company  was  wholly  without  means  to  meet  so 
great  a  disaster.  Realizing,  however,  the  absolute  necessity 
of  prompt  action  in  order  to  repair  as  far  as  the  funds  at 
their  disposal  allowed,  the  destruction  to  the  Canal  and  its 
works,  and  thus  to  meet  their  official  responsibility  under 
the  terms  of  the  charter,  as  expounded  by  the  Court  of  Ap- 
peals,  the    Board,  while  greatly  disheartened  by  this  culmi- 


■nation  of  the  year's  misfortuaes,  set  to  work  at  once  to 
restore  as  mucli  of  the  Canal  as  was  in  their  power,  to  ascer- 
tain with  accuracy,  the  full  extent  of  the  injury,  and  to  de- 
vise ways  and  means  to  put  the  entire  line  in  good,  naviga- 
ble condition  for  the  coming  season. 

At  a  recent  meeting  of  the  President  and  Directors,  after 
a  full  review  of  the  situation,  and  a  careful  consideration  of 
the  powers  of  the  Board  and  their  duties  to  the  State,  the 
Company  itself  and  the  bandholders,  it  was  determined  to 
apply  to  your  Honorable  Bodies  for  authority  to  issue  repair 
bonds  to  the  amount  of  five  hundred  thousand  dollars,  and 
the  President  was  instructed  to  prepare  the  draft  of  the  pro- 
posed bill  and  to  lay  it  before  your  Honorable  Bodies,  with  a 
statement  of  the  reasons  which  seemed  to  the  Board  to  de- 
mand its  passage.  In  obedience  to  this  order,  such  draft  has 
been  prepared  and  presented  to  the  Senate,  and  is  now  pend- 
ing before  that  body,  and  I  now  respectfully  submit  to  you 
some  of  the  grounds  upon  which  its  passage  is  requested, 

To  do  this  the  more  clearly  for  the  benefit  more  especially 
of  those  members  of  your  Honorable  Bodies,  to  whom  the 
history  of  the  Canal  Company  is  not  altogether  familiar,  it 
is  necessary  to  refer  briefly  to  some  of  the  legislation  of  this 
State  in  relation  to  the  Company,  in  order  to  determine  the 
extent  of  its  powers  and  obligations,  so  far  as  these  are  mate- 
rial to  a  full  understanding  of  the  matter  in  hand. 

At  the  end  of  the  year  1844,  the  Canal  had  only  been  con- 
structed to  Dam  No.  6,  a  point  about  fifty  miles  east  of  Cum- 
berland, but  there  being  then  no  ether  means  available  for  its 
completion  to  that  city,  authority  was  conferred  upon  the 
Company  by  the  Act  of  18-i4,  chapter  231,  to  borrow  for 
that  purpose  upon  its  bonds,  such  sums  not  exceeding  $1,700, 
000, as  might  be  necessary. 

By  section  4  of  this  Act,  the  State,  which,  under  pre-exis- 
tent  legislation,  was  then  the  holder  of  the  first  and  para- 
mount lien  upon  the  corpus  of  the  Canal  and  its  works,  and 
also  upon  its  tolls  and  revenues,  waived,  deferred  and  post- 
poned her  prior  rights  and  liens  upon  the  revenues  of  the 
Company  in  favor  of  these  honds,  (reserving,  however,  her 
first  lien  upon  the  Canal  itself,  ivhich  she  still  holds,)  "so  as 
to  make  the  bonds  and  interest  to  accrue  upon  them  preferred 
and  absolute  liens  on  said  revenues,  according  to  the  provi- 
sions of  the  second  section  of  the  Act,  until  the  bonds  and 
interest  shall  be  paid." 

Upon  referring  to  the  proviso  in  the  second  section,  subject 
to  which  the  bonds  thus  authorized  to  be  issued  were  to  be- 


come  preferred  liens  upon  the  revenues  of  the  Cuiii|;anyj  it 
appears  that,  notwithstanding  the  pledge  of  the  revenues  of 
the  Company  in  favor  of  these  bonds,  '■Hhe  President  and 
Directors  lucre,  from  time  to  time,  and  at  all  times  thereafter ^ 
to  have  the  2}nvilege  and  authority  to  use  and  apply  such  por- 
tion of  said  revenues  and  tolls  as  in  their  opinion  may  he  neces- 
sary to  keep  the  said  Canal  in  good  condition  and  repair  for 
transportation,  p)'''Ovide  the  requisite  supply  of  toater,  and  pay 
the  salaries  of  officers  and  agents,  and  the  current  expenses  of 
the  Company." 

The  practical  elfect  of  the  fourth  section  in  connection 
with  this  proviso  in  the  second  section,  was  to  make  the 
bonds  authorized  by  the  Act  a  preferred  lien  only  on  the  net 
tolls  and  revenues  of  the  Company,  leaving  the  President  and 
Directors  free  to  use  such  portion  of  the  gross  tolls  as  may  be 
necessary  to  keep  the  Canal  in  good  navigable  order  and  con- 
dition for  transportation. 

A  year  or  two  after  the  passage  of  this  Act,  that  portion  of 
the  Canal  completed  before  its  passage,  viz  :  from  Dam  No. 
6  east  to  Georgetown,  was  found  to  need  repairs.  The  cur- 
rent receipts  of  the  Company  were  insufficient  for  this  pur- 
pose, and  the  preferred  bonds,  by  the  terms  of  the  Act,  were 
exclusivel}^  applicable  to  the  finishing  of  the  Canal  from 
Dam  No.  6  west  to  Cumberland.  Under  these  circumstances, 
after  an  examination  by  the  Governor  of  the  State,  Hon. 
Philip  Francis  Thomas,  and  the  Attorney  General,  Hon. 
George  R.  Richardson,  as  to  the  powers  of  the  Company,  re- 
pair bonds,  amounting  to  $200,000,  were  issued  by  it  in 
1849,  payable  in  1869  ;  all  ot  which  were  made  marketable 
by  the  guaranty  of  Virginia  affixed  to  them,  under  her  Act 
of  15th  March,  1849,  without  which  guaranty  it  is  not  too 
much  to  say  that  they  could  not  have  been  disposed  of  at  all, 
or  at  least  not  without  a  ruinous  sacrifice. 

From  that  time  to  the  present,  while  the  Company  con- 
tinued to  apply  such  part  of  its  revenues  as  the  Board 
thought  necessary  for  the  purpose  of  repairs,  both  ordinary 
and  extraordinary,  no  occasion  arose  for  the  exercise  of  the 
implied  power  claimed  by  it  to  issue  repair  bonds,  and  to 
pledge  for  their  security,  by  way  of  anticipation,  the  future 
earnings  of  the  Company. 

At  the  April  term,  1870,  of  the  Court  of  Appeals,  in  the 
case  of  the  Commonwealth  of  Virginia,  vs.  The  Chesapeake 
and  Ohio  Canal  Company  and  others,  reported  in  32  Mary- 
land Reports,  501-551,  from  which  a  portion  of  the  aforego- 
ing statement  of  facts  hag  been  extracted,  the  Court  of  Ap- 
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peals  were  called  on  to  examine  into  and  decide  the  question 
as  to  the  validity  of  the  repair  bonds  issued,  as  above  men- 
tioned, in  1849,  as  paramount  liens  upon  the  revenues  of  the 
Company.  The  Court,  sustaining  the  position  taken  by  the 
counsel  for  Virginia,  held  that  by  the  Act  of  1844,  chapter 
281,  the  (State  waived  her  liens  upon  the  tolls  and  revenues 
in  favor  of  the  application  of  so  much  thereof  as  might  be 
necessary  for  the  repairs  and  other  purposes  mentioned  in 
the  proviso  to  the  second  section  of  that  Act ;  and  that  con- 
sequently the  repair  bonds  issued  in  1849  were  valid  liens 
upon  the  revenues  prior  to  those  of  the  preferred  bonds  ;  and 
in  the  course  of  their  opinion,  they  use  language  which 
seems  to  imply  that  if  an  unexpected  calamity  should  again 
befall  the  Canal,  it  would  not  only  be  again  within  the  power 
of  the  Company  to  issue  other  repair  bonds,  but  that  these 
might,  in  their  turn,  take  precedence  of  those  previously  is- 
sued, somewhat  in  analogy  to  the  principle  applicable  in  the 
case  of  bottomy  bonds. 

Since  this  decision  there  can  be  no  doubt  that  whenever  an 
emergency  arises,  the  Company  may  without  further  legisla- 
tion, borrow  upon  its  bonds,  secured  by  a  pledge  of  its  tolls, 
such  sums  as  may  be  necessary  to  put  and  keep  the  Canal  in 
repair,  and  that  the  "exercise  of  this  power  is  confided  to 
the  good  faith  and  sound  discretion  of  the  Board." 

The  mere  legal  power  to  issue  such  bonds,  and  to  pledge 
the  future  revenues  of  the  Company  as  a  security  for  their 
payment,  is,  in  the  judgment  of  the  Board  therefore,  ample, 
and  if  this  were  the  only  question,  there  would  perhaps  be 
no  need  of  legislation.  But  unfortunately  it  is  far  from  be- 
ing the  only  question.  On  the  contrary,  the  Board,  in  con- 
sidering the  subject,  found  themselves  confronted  with  a 
practical  difficulty  of  so  serious  a  character  as  to  compel  their 
application  to  your  Honorable  Bodies  for  the  pas.«age  of  such 
a  bill  as  is  now  pending  before  you. 

That  practical  difficulty  is  the  inaliUty  of  the  Beard,  under 
their  existing  powerSy  to  negotiate  upon  anything  like  just  and 
reasonable  terms,  the  amount  of  londs  necessary  to  raise  the 
money  required  for  the  repair  and  restoration  of  the  Canal. 

If  its  tonnage  were  large  and  profitable,  instead  of  being 
shrunken  both  in  amount  and  productiveness;  if  the  credit 
of  the  Company  were  high  and  well  established,  instead  of 
being  absolutly  unavailable  ;  if  its  past  history,  instead  of 
presenting,  year  after  year,  with  but  six  or  eight  memorable 
exceptions,  a  dreary  repetition  of  promises  unful611ed  and 
hopes  not  realized,  were  marked  by  such  an  average  of  grat- 


ifying  success  as  might  readily  induce  capitalists  to  invest 
their  money  in  its  bonds  on  a  simple  pledge  of  its  revenues  ; 
if,  instead  of  being  fourteen  years  in  arrears  in  tlie  payment 
of  the  interest  on  its  first  mortgage  bonds,  it  were  able  to 
meet  its  long  postponed  obligations ;  if  Virginia  were  now 
at  hand  as  she  was  in  1849,  able  and  willing  to  lend  the  aid 
of  her  guaranty  upon  its  bonds,  and  thus  make  them  a  desir- 
able investment ;  or  even  if,  as  matters  now  ataiid,  the  Com- 
pany had  the  power  to  offer  to  bankers  and  capitalists  some- 
thing more  substantial  than  the  precarious  security  of  uncer- 
tain and  fluctuating  tolls,  liable,  in  the  opinion  of  many 
persons,  to  be  at  any  moment  superseded,  and  thus  practical- 
ly lessened  as  a  security  by  new  pledges,  this  difficulty 
might  possibly  be  overcome. 

The  Board  might  attempt  to  borrow  the  money  now  abso- 
lutely needed  for  the  proper  restoration  and  repair  of  the 
Canal,  by  the  exercise  of  the  legal  power  with  which  they 
are  clothed  to  issue  repair  bonds  without  limit  upon  their 
discretion,  save  the  restraint  of  good  faith. 

But  they  know  that  upon  such  a  security  as  they  have  to 
offer,  no  money  can  be  borrowed,  except  at  such  ruinous 
rates  as  should  not  be  accepted,  if  by  any  means  better  terms 

can  be  obtained,  and,  therefore,  looking  to  the  substantial 
interests  of  the  State  and  the  bondholders,  they  come  to  your 
Honorable  Bodies  under  the  full  sense  of  their  official  obliga- 
tions, for  authority  to  issue  such  a  species  of  bonds  as,  in 
consequence  of  the  solidity  of  the  security  pledged  for  their 
payment,  will  be  sure  to  have  a  high  market  value. 

A  careful  estimate  of  the  cost  of  the  repairs  now  needed; 
shows  that  they  will  require  the  expenditure  of  about  two 
hundred  and  fifty  thousand  dollars,  although  the  Board  are 
inclined  to  think  that,  by  economy,  they  can  be  made  for 
twenty  or  thirty  thousand  dollars  less,  and  they  trust  that 
no  assurance  is  necessary  that  tliey  will  spare  no  efforts  to 
have  the  work  done  at  the  lowest  practicable  cost.  If  the 
relief  they  now  ask  from  the  General  Assembly  should  be 
denied  them,  and  they  should  be  remitted  to  the  exercise 
of  the  implied  powers  with  which  they  are  vested,  to  borrow 
upon  the  pledge  of  the  future  revenues  of  the  Company,  with- 
out further  security,  such  sums  as  may  be  necessary  to  put  the 
Canal  in  a  navigable  condition,  it  is  manifest  that  in  order  to 
raise  in  cash  the  sums  now  needed,  bonds  to,  at  the  least,  the 
amount  of  four  hundred  thousand  dollars  must  be  issued  ;  for 
upon  the  mere  pledge  of  uncertain  tolls,  subject  to  the  risk  of 
displacement  by  subsequent  pledges  which,   in   the  event  of 


controversy,  may  be  held  to  supersede  it,  and  become,  in  their 
turn,  paramount  liens,  no  one  can  reasonably  suppose  that 
even  if  capitalists  can  be  found  willing  to  take  such  securities 
at  all  at  any  price,  they  will  buy  them,  except  at  figures  so 
low  as  to  warrant  the  great  risks  of  such  a  speculative  in- 
vestment. Obvious  as  is  the  suggestion,  it  must  not  be  for- 
gotten that  the  money  now  necessary  to  repair  the  Canal 
and  put  it  in  working  order,  must  be  obtained  before  any  por- 
tion of  the  tolls  which  are  to  be  pledged  for  its  re-payment 
can  possibly  be  earned. 

It  is  not  a  question  of  borrowing  money  to  increase  the 
revenues  of  a  Company,  which,  in  its  present  situation  with- 
out such  loans,  is  already  able  to  earn  something,  but  it  is 
the  vital  question  of  raising  means  to  put  a  work  in  a  condi- 
tion to  earn  any  revenue  luhatever.  And  hence,  brokers  and 
capitalists  considering  whether  they  should  risk  their  funds 
in  such  an  investment,  must,  at  the  very  outset,  satisfy  them- 
selves upon  the  preliminary  practical  point  whether  after  the 
money  is  raised,  the  repairs  done  and  the  Canal  opened  for 
trafiic,  there  will  probably  be  such  a  sufficiency  of  tolls  as  to 
make  a  pledge  of  them  an  available  security. 

In  all  probability,  most  persons  having  money  to  invest, 
Avould  hesitate  before  parting  with  it  for  repair  bonds  of  the 
Chesapeake  and  Ohio  Canal  Company,  secured  as  under 
the  existing  powers  of  the  Company,  these  could  only  be,  by 
a  pledge  of  its  current  net  revenues,  Avith  no  lien  on  the 
Canal  itself,  and  no  assurance  that  even  the  pledge  given  to 
them  might  not  be  made  unavailable  by  subsequent  fresh 
and  paramount  liens.  They  would  not  fail  to  see  that  the 
bonds  they  were  asked  to  buy  rested  not  upon  the  security 
of  a  present  existing  reality,  capable  of  being  sold  in  case  of 
default,  but  upon  a  future  exceptancy  subject  to  many  and 
great  contingencies,  the  dangers  which  would  undoabtedly 
make  them  pause,  and  their  bids,  if  made  at  all,  would  be 
sure  to  be  regulated  by  such  obvious  considerations.  It  is 
idle,  therefore,  to  expect  that  under  existing  circumstances, 
any  fair  and  proper  price  can  be  obtained  from  the  bonds,  and 
consequently,  the  practical  result  of  the  rejection  of  the  pro- 
posed bill  will  inevitably  be  to  compel  the  Company  on  the 
one  hand,  to  sell  its  bonds  at  the  most  disastrous  rates,  and 
thus,  for  the  sake  of  a  comparatively  small  sum  of  money  in 
cash,  to  put  upon  its  revenues  a  heavy  incumbrance,  to  the 
great  injury  of  the  State  and  the  preferred  bondholders  ;  or 
on  the  other  hand,  to  suffer  tlie  Canal  itself  to  go  to  decay 
and  ruin. 

It  is  for  the  purpose  of  avoiding  so  embarrassing  an  a.lte?- 


native,  that  the  bill  now  pending  is  presented.  It  provides 
for  a  waiver  by  the  State  of  its  first  lien  on  the  Canal  itself, 
and  all  the  property  of  the  Company  in  favor  ol  the  proposed 
bonds,  and  it  declares  that  these  bonds  in  their  absolute 
priority,  shall  not  be  displaced  or  superseded  by  any  future 
debt  or  obligation  to  the  Company. 

The  jiractical  effect  of  these  two  provisions,  coupled  with 
the  power  given  to  the  holders  of  the  bonds,  in  case  of  defliult 
to  enforce  their  liens,  as  set  forth  in  the  second  section  of  the 
bill,  is  obvious.  They  remove  the  two  main  difficulties  in 
"the  way  of  negotiating  the  contemplated  bonds  upon  highly 
advantageous  terras,  and,  if  sanctioned  by  the  General  As- 
sembly of  Maryland,  will  enable  the  bond  to  procure,  by  the 
issue  of  about  two  hundred  and  fifty  thousand  dollars  of 
bonds,  all  the  money  now  required  to  place  the  Canal  in 
good  navigable  order  ;  while  at  the  same  lime  clothing  the 
Company  with  the  power,  should  a  future  emergency  arise, 
to  issue  so  much  of  the  remainder  of  the  five  hundred  thous- 
and dollars  of  bonds  specified  in  the  &.ct  as  circumstances 
may  require,  without  impairing  the  value  or  disturbing  the 
priority  of  those  now  proposed  to  be  issued,  or  hindering  the 
negotiation  on  fair  terms  of  such  future  issue. 

The  Board  have  no  intention  whatever  to  dispose  of  more 
than  enough  to  raise  the  funds  requisite  now  to  repair  the 
Canal,  nor  could  they  do  so  without  a  palpable  breach  of 
official  duty  ;  but,  with  a  view  to  sell  these  to  the  best  ad- 
vantage, they  ask  for  authority  to  issue  more,  up  t^  the  limit 
in  all  of  $500,000,  if  occasion  shall  exist  hereafter,  and  not 
otlierxuise,  simply  for  the  plain  purpose  of  enabling  them  to 
give  the  assurance  that  the  present  proposed  issue  shall  not 
lose  their  priority,  in  case  an  additional  issue  shall  hereafter 
become  necessary — an  assurance  absolutelj"  necessary  to  be 
given,  in  order  to  make  the  bonds  readily  saleable,  but  one 
which  the  Board  could  not  get  if  the  Act  did  not  provide 
fo.i  an  issue  sufficiently  large  to  meet  all  the  probable  needs 
of  the  Company  under  the  most  untoward  circumstances  for 
years  to  come.  Judging  from  the  past  experience  of  the 
Company,  it  is  hardly  probable  that  more  than  five  hundred 
thousand  dollars  will  ever  be  required  to  be  borrowed  upon 
repair  bonds,  or  that  bonds  for  repairs  to  a  greater  extent 
than  this  sum  will  ever  be  outstanding  at  one  time.  And, 
hence,  the  Board,  feeling  quite  sure  of  this,  may  well  under- 
take to  declare  that  no  future  loan  for  repairs  beyond  such 
sum  shall  supersede  the  extreme  issue  authorized  by  the  bill 
now  submitted  to  your  consideration  and  approval. 

JThe  Com.pany,  thus  by  obtaining  power  to  issue  $500,000. 
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while  only  intending  to  exercise  that  power  now  to  the  ex- 
tent of  about  §250,000,  accomplislies  the  important  results 
of  imparting  a  solid  value  to  the  bonds  now  proposed  to  be 
issued,  and  to  any  others,  up  to  $500,000  in  all,  which  the 
future  exigencies  of  the  Company  may  make  necessary, 
without,  in  any  degree,  depriving  itself  of  any  of  its  neces- 
sary corporate  powers,  or  disabling  itself  to  any  extent  from 
doing  whatever  may,  in  the  future,  be  necessary  to  preserve 
unimpaired  its  full  and  active  corporate  existence. 

The  details  of  the  Dili  will,  it  is  believed,  be  found  free 
from  objection.  Provision  is  made,  as  assuredly  should  be, 
for  the  possible  case  of  a  default  in  the  payment  of  the  cou- 
pons and  of  the  bonds  as  they  mature ;  and  while  ample 
remedy  is  secured  to  the  boHdholders  to  enforce  their  just 
rights  by  appropriate  proceedings  in  Maryland  Courts  of 
competent  jurisdiction,  such  restrictions  are  placed  upon  a 
resort  to  the  Courts  for  either  a  sale  of  the  Canal  or  the  ap- 
pointment of  a  receiver,  as,  while  not  likely  to  interfere 
with  an  advantageous  negotiation  of  the  bonds,  will,  at  the 
same  time,  sufficiently  protect  the  Company  from  all  real 
danger  of  a  foreclosure  of  the  mortgage.  Before  proceedings 
to  this  end  can  be  instituted,  there  must  be  the  concurrence 
of  a  default  in  the  payment  of  four  successive  coupons,  and 
the  intervention  of  at  least  the  holders  of  a  majority  ia 
amount  of  all  tl;e  bonds.  Greater  immunity  than  this  from  the 
ordinary  legal  remedies,  a  borrower  on  mortgage  ought  not 
reasonably  to  t-^sk,  nor  can  lenders  hd  fairly  expected  to  take 
a  security  which  affords  them  a  less  ample  protection. 

With  reg:  rd  to  the  provision  in  the  fourth  section  of  the 
Act,  givini:  to  the  Company  the  power  to  build,  purchase 
and  lease  h.rdts  or  tugs,  and  to  purchase  or  hire  horses  and 
mules  for  the  proper  working  of  such  boats,  and  to  trans- 
port, as  a  carrier  for  hire,  goo^s  and  merchandise,  it  is 
hardly  necessary  to  submit  any  observations.  The  expe- 
perience  of  the  Canal  Company  for  many  years  demonstrates 
the  propriety  of  conferring  upon  it  these  powers,  and  the 
Board  have  no  hesitation  ia  expressing  their  firm  conviction 
that  the  mere  possession  of  these  additional  powers  will  ena- 
ble them  to  increase  most  naterially  the  business  and  reve- 
nues of  the  Company,  and  make  it  in  its  operations  wholly 
independent,  as  it  should  be,  of  outside  combinations  to  con- 
trol its  administration.  At  the  same  time  it  is  proper  to 
add  just  here,  to  prevent  the  possibility  of  misrepresentation, 
that  no  fear  need  be  entertained  that  any  part  of  the  proceeds 
of  the  contemplated  bonds  will  be  appropriated  to  any  of  the 
purposes  mentioned  in  this  section.     The    Board   are    well 
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aware  of  their  duty   to   the  preferred  bondholders,  and  will 
scrnpulously  respect  and  protect  all  their  rights. 

Since  the  announcement  a  few  days  since  of  the  purpose  of 
the  Board  to  apply  to  your  Honorable  Bodies  for  the  passage 
of  the  proposed  Act,  public  attention  has  been  attracted,  as 
was  to  have  been  expected,  to  the  measure,  and  some  objec- 
tions have  been  suggested  in  certain  quarters  to  some  of  its 
provisions.  These  objections,  it  is  believed,  have  been  to 
some  extent,  already  met  and  answered,  but  it  may  not  be 
out  of  place  to  observe  that  the  one  upon  which  most  stress 
is  placed,  seems  to  be  that  the  proposed  bill  is  unnecessary, 
inasmuch  as  without  it,  the  powers  of  the  Company  are 
alleged  to  be  ample  to  enable  it  to  deal  with  the  present 
emergency. 

How  far  this  objection  owes  its  origin  to  a  desire  on  the 
part  of  those  who  make  it,  to  prevent  the  Canal  Company 
from  acquiring  power  enough  to  continue,  in  the  interest  of 
the  people,  its  competition  with  its  great  rival  for  the  coal 
trade,  and  thus  to  destroy  the  hopes  of  those  who  have 
looked  forward  to  the  day  when  it  would  no  longer  stand  in 
the  way  of  a  railroad  monoply,  may  not  be  altogether  un- 
worthy of  consideration. 

Doubtless,  there  are  persons  who  would  bear  with  serene 
indifference,  it  not  with  ill-suppressed  exultation,  the  news 
that  the  Canal  had  been  washed  away  and  ruined,  and  that 
its  repair  bonds  were  universally  believed  to  be  so  dangerous 
a  speculation  that  no  one  could  be  found  reckless  enough,  to 
put  his  money  in  them.  But  fortunately  for  the  State,  the 
General  Assembly  is  no  place  for  the  avowel  of  such  views 
or  the  display  of  such  feelings.  Her  interest  in  this  great 
work  is  too  vast  to  permit  the  representatives  of  her  people 
to  stand  by  and  see  it  perish  ;  and  they  will  require,  it  is 
hoped,  some  stronger  argument  to  induce  them  to  reject  a 
measure  proposed  by  its  President  and  Directors  as,  in  their 
judgment,  vital  to  its  existence  and  successful  operation, 
than  the  mere  objection  that  it  is  unnecessary.  The  objec- 
tion, if  true,  is,  manifestly,  but  a  feeble  assault  on  the  bill  : 
for  its  effect  is  simply  to  show  that,  at  most,  the  measure  is 
harmless.  But,  in  point  of  fact,  the  objection  is  altogether 
unfounded.  The  Company  is  not  now  vested  with  the 
powers  requisite  for  so  great  an  emergency.  It  cannot, 
■without  the  passage  of  the  proposed  bill,  offc;r  to  purchasers 
of  its  bonds  the  substantial  security  needeil  for  their  success- 
ful negotiation.  It  cannot  declare  that  the  bonds,  when 
onco  taken,  shall  retain  their  priority.  It  c.inuot,  without  this 
legislation,  avoid  the  creation  of  a  large  bonded  debt,  in  order 
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to  realize  a  comparatively  small  amount  of  cash.  It  cia  aot,. 
without  the  grant  of  further  powers,  adequately  protect  itself 
from  combinations  of  boat  owners  a^d  others,  concerned  in  the 
traffic  which  goes  over  its  Canal  ;  nor  conduct  its  business 
with  perfect  freedom  from  outside  dictation. 

The  proposed  bill,  in  the  judgment  of  the  Board,  will 
remove  all  these  difficulties  ;  it  will  enlarge  the  business  of 
the  Company,  increase  its  revenues,  strengthen  its  securities, 
relieve  the  apprehensions  of  the  preferred  bondholders,  and 
protect  the  interest  of  the  State. 

The  President   and    Directors    earnestly    hope,  therefore^ 
that  in  view   of  its  importance,  your    Honorable  Bodies  will 
enact  it  at  as  early  a  day  as  may  be   compatible  with  a  care- 
ful  consideration   aud   clear  understandoig  of  all  its  prjvi- 
sions. 

By  order  of  the  Board, 

A.  P.  GORMAN,  President. 


^/        N.  MANCHESTER 
~^  INDIANA 
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